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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 

 

BOND AMENDMENT STAFF REPORT 

 

ISSUE:  The John Thomas Dye School (Borrower) has requested approval of 
Resolution 11-06 authorizing the amendment of the Loan Agreement dated July 1, 
2009, by and between the I-Bank, the California Bank & Trust and The John Thomas 
Dye School (Loan Agreement).  The proposed amendment to the Loan Agreement will 
extend the time for the disbursement of loan proceeds for one year, adjust loan 
payment terms to require the commencement of the monthly payment of amortized loan 
principal and interest beginning July 10, 2011, and make other conforming changes to 
the Borrower’s Loan Agreement financial covenants. 

 

BACKGROUND INFORMATION:  On July 1, 2009, the I-Bank entered into a Loan 
Agreement with California Bank & Trust (Lender) authorizing a loan of up to $14.5 
million for The John Thomas Dye School, a California non-profit corporation operating 
an independent elementary school.  The loan proceeds were to finance the construction 
and development of an 15,000 square foot academic building, a parking structure and 
two 1,000 square foot administrative pavilions located at 11414, 11415 and 11364 
Chalon Road in the city of Los Angeles California 90049 (Project).  The Staff Report 
dated July 9, 2009, and a copy of Resolution 09-23 are attached for a more complete 
description of the Project and financing structure (see Attachment A). 

 
NEED FOR AMENDMENT:  The Loan Agreement provided the Borrower with the ability 
to make draws on the loan for a two year period beginning July 10, 2009 and ending 
July 10, 2011 (Draw Period).  On July 10, 2009, the Borrower made the first draw of $10 
million for the costs of the Project.  The Project is 98% complete.  As the end of the 
Draw Period approaches, the Borrower would like to preserve the ability to draw some 
or all of the remaining loan proceeds ($4.5 million) to fund completion of improvements 
or reimburse itself for some of the approximately $8 million in borrower funds invested in 
the Project.   
 
The Loan Agreement allows for the Draw Period to be extended for one additional year 
(to July 10, 2012) at the request of the Borrower with the consent of the Lender, and 
without the consent of the I-Bank.   However, the Loan Agreement provides that, though 
interest is payable commencing with the first draw, the repayment of amortized principal 
and interest on the loan is to commence at the end of the Draw Period.  The Borrower 
reports that the Lender has consented to the extension of the Draw Period to July 10, 
2012, provided that the monthly payments of the loan principal (on the $10 million 
drawn so far) commence on July 10, 2011, and that principal payments on any future 
draws commence on the first day of the month following any additional draw.   
 
The Loan Agreement allows for the Borrower and the Lender to amend the Borrower’s 
financial covenants without the approval of the I-Bank.  The Borrower reports that the 
proposed change to the Loan Agreement repayment schedule will require certain 
changes to those financial covenants.  
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In addition, during the review of the proposed Loan Agreement amendments, I-Bank 
staff identified some ambiguities in the description of the location of the financed 
Project, which staff now proposes to correct. 
 
In summary, the proposed Loan Agreement amendment will require the commencement 
of the payment of amortized loan principal and interest starting on July 10, 2011, allow 
the Borrower to draw additional amounts under the Loan Agreement for approximately 
one additional year, correct an ambiguity in the description of the location of the 
financed project, and make related changes to the Borrower’s financial covenants. 
 
BOARD AUTHORIZATION:  I-Bank Board Resolution 08-35 authorizes the Executive 
Director to approve and execute certain bond document amendments that can be 
effectuated without the consent of bondholders.  In this particular transaction the Lender 
could be construed as the bond holder and according to the Loan Agreement, the 
Lender must approve any amendments.  As a result, this amendment does not fit under 
the parameters of the delegation to the Executive Director and must be considered by 
the I-Bank Board. 
 
RECOMMENDATION:  Staff recommends adoption of Resolution 11-06 approving the 
First Amendment to the Loan Agreement to require the commencement of amortized 
loan principal and interest payments beginning July 10, 2011, allow the Borrower to 
draw additional amounts under the Loan Agreement for approximately one additional 
year, and to authorize the Executive Director to execute a First Amendment to the Loan 
Agreement consistent with this approval and that also includes related changes to the 
Borrower’s financial covenants, notwithstanding that the I-Bank’s approval of those 
changes is not required by the Loan Agreement. 
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APPENDIX A – JULY 9, 2009 STAFF REPORT AND RESOLUTION 09-23 
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